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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
AT RI CHMOND, NOVEMBER 30, 2000
APPLI CATI ON OF
WASHI NGTON GAS LI GHT COVPANY CASE NO. PUEO00353
For approval of special

rates and contract

FI NAL ORDER APPROVI NG SPECI AL RATE
AND CONTRACT

On July 6, 2000, Washington Gas Light Conpany ("Washi ngton
Gas" or "Conpany") filed its "Application of WAashi ngton Gas
Li ght Conmpany for Approval of Special Rate and Contract Pursuant
to Virginia Code 8 56-235.2." As proposed in the Application,
Washi ngton Gas woul d provi de natural gas delivery and bal anci ng
services to a board manufacturing plant operated by Johns
Manville International, Inc., in Shenandoah County under the
rates and terns negotiated in the agreenent for five years.
Washi ngton Gas currently provides these services to Johns
Manvill e under its Rate Schedule No. 7.

The Conmi ssion established a procedural schedul e and
directed the Conpany to give notice of the Application by O der
for Notice and Hearing of July 19, 2000. There were no
protestants to the application, and no intervenors or public

Wi t nesses appeared at the public hearing held Cctober 31, 2000.


http://www.state.va.us/scc/contact.htm#General

Bef ore the Conmission is the Report of Mchael D. Thomas,
Heari ng Exam ner, of Novenber 14, 2000 ("Report") and the record
in this proceeding. Exam ner Thomas recommended that we approve
t he proposed special rate and contract as anended to provide for
di version of gas to serve essential human needs.

Exam ner Thomas al so recommended approval of the
nodi fication to the Conpany's Ri sk Sharing Mechanism ("RSM') to
provi de an additional benefit to other Washi ngton Gas cust oners.
The Conm ssion approved the RSMin Case No. PUE880024 to
all ocate to ratepayers a portion of the benefit Washi ngton Gas
derives fromproviding delivery service to |large custoners. The
exam ner recomrended that the Commi ssion accept the Staff's
proposal to renove Johns Manville fromthe Target Margin used in
the RSM cal cul ation. The Target Margin set in Case
No. PUE940031 and appearing in the Conpany's Va. S.C.C. No. 8§,

Si xth Revi sed Page No. 36 would be reduced by $105, 183 to
$2, 641, 656.

By letter to the Clerk filed Novenber 17, 2000, the Conpany
asked for imedi ate consideration of the Report. Wshington Gas
stated in the letter that the Staff would not file coments.
Upon consi deration of the Report and the record in this
proceedi ng, the Comm ssion will adopt the exam ner's
recommendati on and approve the special rate and contract

pursuant to 8 56-235.2 of the Code of Virginia.



This is a case of first inpression for the Conm ssion.

When the Conmi ssion has previously considered applications
brought under 8§ 56-235.2, the special rate was used to induce a
| arge specialty steel conpany to |ocate a new nmanufacturing
plant in Virginia. The special rate in those cases was approved
to further econom c developnent. 1In this case, we have a

busi ness that has been operating in Virginia for approxi mately
20 years. The public interest in approval of the contract may
not be readily apparent.

The | anguage of the special rate statute does not limt its
use solely to inducing new businesses to locate in Virginia. As
provided in 8 56-235.2 A, the Commi ssion may approve "speci al
rates, contracts or incentives to individual custonmers or
cl asses of customers where it finds such neasures are in the
public interest.” Subsection Crequires that the Comm ssion
"ensure that such action (i) protects the public interest,

(ii) wll not unreasonably prejudice or disadvantage any
custoner or class of custoners, and (iii) will not jeopardize
the continuation of reliable . . . service." W find that the
record in this proceeding supports the findings required by |aw

There is credible evidence that Johns Manville coul d bypass
t he Washi ngton Gas system and construct its own pipeline to
reduce the cost of transporting gas. The record shows that the

special rate and contract were developed in response to this



possibility. It is in the public interest to maxim ze the use of
existing facilities and to keep Johns Manville on the Conpany's
system

The general body of ratepayers benefits if Johns Manville
remai ns a custoner of Washington Gas. [|f Johns Manville |eft
t he Washi ngton Gas system other customers mght be required to
bear the burden of recovering the cost of this pipeline in their
rates. As shown in Conpany and Staff studies using a variety of
econom ¢ and financial assunptions, the special rate and
contract are expected to provide a positive return on rate base
for Washington Gas. The Conpany will continue to recover Johns
Manvill e's proportionate share of the costs of the pipeline
serving its plant and other costs. While Washington Gas w | |
experience sonme | oss of revenue if Johns Manville noves from
Rate Schedule No. 7 to the contract, the arrangenent provides
sonme benefit to the Conmpany and ot her custoners. The Conpany's
agreenment to revise the RSMis an additional benefit for
rat epayers.

The Conpany's pipeline serving the Johns Manville plant and
ot her custoners has sufficient capacity to provide the
antici pated consunption under the special contract. As noted,
Washi ngton Gas and Johns Manvill e have anended the specia
contract to provide that gas delivered by the contract may be

diverted to serve essential needs in an energency.



Based on the record, the Conm ssion finds that the proposed
special rate and contract protects the public interest and does
not di sadvantage other custoners. The Conpany and it ratepayers
benefit if Johns Manville remains on the system Further
i npl enmentation of the special rate and contract wll not
j eopardi ze service reliability.

Accordingly, IT IS ORDERED THAT:

(1) The application of Washington Gas is granted, upon the
condition that the Conpany revise its RSM as discussed in this
Final Order Approving Special Rate and Contract.

(2) As provided by 8§ 56-235.2 of the Code of Virginia, the
special rate and contract, as nodified to provide for diversion
of gas to neet essential human needs, is approved as of the date
of this Final O der Approving Special Rate and Contract.

(3) This case is dism ssed fromthe Comm ssion's docket.



